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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

ASSETS

Current Statement Date

Assets

2

Nonadmitted
Assets

3
Net Admitted
Assets (Col. 1
minus Col. 2)

Prior Year Net
Admitted Assets

%.
26.

Stocks:

2.1 Preferred stocks

2.2 Common stocks

Mortgage loans on real estate:

3.1 First liens

3.2 Other than first liens

Real estate;

4.1 Properties occupied by the company (less $

4.2 Properties held for the production of income (fess §

4.3 Properties held for sale (less §

Cash ($ 12,995,076 ), cash equivalents ($
and short-term investments ($ )

Contract loans (including $

Other invested assets

Receivable for securities

Aggregate write-ins for invested assets

Subtotals, cash and invested assets (Line 1 to Line 9)

Investment income due and accrued

Premiurms and considerations:

12.1 Uncollected premiums and agents' balances in the course of collection

12.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
(including$ ................. earned but unbilled premiums)

12.3  Accrued retrospective premiums

Reinsurance:

13.1  Amounts recoverable from reinsurers

13.2  Funds held by or deposited with reinsured companies

13.3  Other amounts receivable under reinsurance contracts

Amounts receivable relating to uninsured plans

Current federal and foreign income tax recoverable and interest thereon

Net deferred tax asset

Guaranty funds receivable or on deposit

Electronic data processing equipment and software

Furniture and equipment, including health care delivery assets (§................. )
Net adjustment in assets and liabilities due to foreign exchange rates .............ocoviiiiiiiii
Receivables from parent, subsidiaries and affiliates

Health care ($

) and other amounts receivable

Other assets nonadmitted

Aggregate write-ins for other than invested assets

Total assets excluding Separate Accounts, Segregated Accounts and Protected Cefl Accounts {Line 10 to Line 23)

From Separate Accounts, Segregated Accounts and Protected Cell Accounts

TOTAL (Line 24 and Line 25)

21

5:

963,705

124,363
172,521

1,260,035
124,168

2,963,705

15,968,781
70,975

124,363
5,172,521

2,968,950

9,358,761
47,103

223,218
4,875,625

DETAILS OF WRITE-INS
0901

0902 .

0903.

0998. Summary of remaining wi
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line 9 above)

s for Line 9 from overflow page

2398. Summary of remaining write-ins for Line 23 from overflow page
2399, Totals (Line 2301 through Line 2303 plus Line 2398) (Line 23 above)

504,774

504,774




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
{;  Claims unpaid (less § .................. reinsurance ceded) ........ocoieiii e 185,892 |, 185,802 1......... 150,000‘
2. Accrued medical incentive poot and BORUS BMOURLS . .. ... cevvvenrererriiinenererrrinnenneomrfenriri [ i e
3. Unpaid claims adjUstment 6XDENSES .. ... ... vrvemeneereonnnrneiirrmnrnnnnieessceesennssnnnns e b L
4. Aggregate Nealth OGY TESEIVES. . ......eeeuvereerrrenstres e [ e e e
5. Aggregate e olicy TESAIVES ... .. eeeveeeerireieenreeene e [
6. Propertylcasualty UNeamed PIEILIM TBSEIVE. . .............covvrrnsvrrernnnreeinnnennnsennssnneennnea o s fee s e
7. Aggregate Nealth CIAIM TESEIVES ...\ vrrvrririoiesies e [ e e
8. Promiums rECBIVE I BAVANCE. . ... vvvneeereeeeeineeeneemneenecnneonneinennseansseresnnenneenns [oensrnn b e e e
9. General eXpenses dUE OF BCOIUEH. . ... vevuvnreneoeneeneeninsrrre i errnennsne e 4,601,608 1.........coooea it 4,601,606 |....... 1,337,029
10.1  Current federal and foreign income tax payable and interest thereon (including L R on
realized capital GaiNg (I0S565)} ..+ ...vve e verreeeerssiiinrieeneninieess s e e e
10.2 Netdeferred tax HaBIY. .......oorrrereeeerereeeeriiiiiiiieieeoooeeeaeese e L [
1. Ceded reinSurance premiums PAYADIE .........oeerverrreerriemiiieniiareieaesereeeen e nennneenenn e s [ e
12, Amounts withheld or retained for the aCC0UNt OF ONETS ... ... ...vvenerinnirieeeeniiieeineeercn e oo [ Lo e
13, Remittances and Hems Ot alloCated. . ... ...\ eveere ittt eteeee e e e cen e r e e [ L
14.  Borrowed money (including$ ................... current) and interest thereon § ...
(including$................... current)... ...t i
15.  Amounts due to parent, subsidiaries and affiiates ... b 480,000 |....ovvineee e 480,000 §..........oeentn
16, Payablefor SECUTHES ... .oerreereeeeireire e ie e e e e
17.  Funds held under reinsurance treaties with ($ ...................
SR unauthorized refnsurers)
18.  Reinsurance in Unauthorzed COMPAMIES. .. ... .. verrvvrrreeneienarniirsenneersennnneenseenneceenees b [ Lo e
19.  Net adjustments in assets and liabilities due to foreign exchange rates. ... b L
20.  Liability for amounts held under uninsured accident and health PIams. . ..............ooveeeiniinnn [ e [
21, Aggregate write-ins for other liabilities (including $ .................. L1111 F Y O O E T T TEETTERS
22, Totalliabiliies (Line 1toLine 21) .........ooooieiiiiiiiiiiiii e e 5,357,498 | 5357498 {....... 1,487,029
23, Common CapItal STOCK. .. ..o one et XXX XXX e
24, Preferred capital SEOCK ... ...\ eet ettt XXX XXX e
25, Gross paid inand CORrbUtEd SUTPIUS . ... ... ..uuvieiin it XXX Xxx 1. 3,600,498 |....... 3,699,618
28, SUIPIS OIS ... ..o\ eee ettt e e ettt XXX XXX | 999,680
27.  Aggregate write-ins for other than special surplus funds . TIPS PPRPIY XXX XXX e
28, Unassigned funds (SUMPIIS) ...« ovvvns ettt e e e XXX XXX 12,269,649 |....... 8,318,180
29.  Less treasury stock, at cost:
B shares common (valug includedinLine 23§ ................. ) OO XXX XXX f e
8.2, shares preferred (value includedinLine 24§ ................. oo XXX XXX b
30. Total capital and surplus (Line 23 toLine 8 minus Line29) ...........ooooiiiii XXX XXX ... 15,969,147 |...... 13,017,478
3. Total Liabilities, capital and surplus {Line 22andLine30)...........ooooi i XXX XXX l...... 21,326,645 |...... 14,504,507
DETAILS OF WRITE-INS
0, e e e [
20, e[
103, e L f e L L
2198, Summary of remaining write-ins for Line 21 from overflow pagé ..........................................................................................................................
2199, Totals (Line 2101 through Line 2103 plus Line 2198) {Line 21 above) [T U VT UUCUTUUEEUUUSRRRUUUUUE UUUURNURRRRORUUTY UUINUUIUUURRRY IOUPTPPPPPUUNE IRRCRPRRRRPRPRPOS
11 PP PSP URT TIPS PP XXX XXX e
T, e e e XXX XXX
2103, e e e XXX XXX o
2798.  Summary of remaining write-ins for Line 27 from overflow page ... XXX XXX f
2799. Totals {Line 2701 through Line 2703 plus Line 2798) (Line 27 above} ..............coovveniniiin XXX XXX

~



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

STATEMENT OF REVENUE AND EXPENSES

Current Year to Date Prior Year to Date
1 2 3
Uncovered Total Total
1 MBMBET MORIIS ..\ et e XXX f 1,191,485 {.......... 2,314,367
2. Net premium income (including$ ................. non-health premium income) ...l XXX e
3. Change in uneamed premium reserves and reserve forratecredits ... XXX
4. Feeforservice (netof§................. medical EXPENSES) ... .. i XXX
B RISKIBVEIUE . .o XXX
6. Aggregate write-ins for other health care related revenues ...............o i XXX
7. Aggregate write-ins for other non-healthrevenues ..o .o XXX
8. Tofalrevenues (Line 210LINET7) .. oo XXX e
Hospital and Medical:
9. Hospital/medical benefits ......... .. ... e (3,028,705)
10 Other professional SBIVICES ............ivuiiriri it e e (189,508}
1, Qutsiderefermals ... e e
12. Emergency roomand oub-0f-area ... ... e e
13, Presoription drugs ..........iiiieie e e 857
14, Aggregate write-ins for other hospital and medical ..................c. e b
15.  Incentive pool, withhold adjustments and bonus amounts ..................
16. Sublotal (LineQtoLine18) ... .. . (3,217,356)
Less:
7. Netreinsurance reCOVENES .............ooviivieriniiiniiaiieirnieiieinaeeneeeeeieieienieninee i e
18.  Total hospital and medical {Line 16 minus Line 17) .............ooooeviiviiiiic e {3,217,356)
18, Non-healthelaims ... i e
20. Claims adjustment expenses, including$................. cost containment expenses .............oocoiiieriiiinin e 1,540,284 {.......... 2,976,744
21, General administrative @XpENSES ...............ccoiiiiiiiiiiiiiiiiiieen e (4,680,272)[........ (12,135,658)
2. Increase in reserves for life and accident and heaith contracts {including $................. increase in
reserves forlife only) ... e e
23. Total underwriting deductions (Line 18 through Line 22) ..............ocooiiiiiiiiinnnniinini (3,130,988)........ (12,376,270)
24, Net underwriting gain or (loss) (Line 8minusLine 28) ... XXX | 3,130,088 |......... 12,376,270
25. Netinvestmentincomeeamed ...............coeiiniiiiiiiin e 102,138 [........... 105,122
26, Net realized capital gains (108SE8) ............oveiiiiiiiiiiiii e
2. Netinvestment gains (losses) (Line 25 plusLine28) ...............coiiviiiiiiviniiiinei e 102,138 f........... 105,122
28, Net gain or (foss) from agents' or premium balances charged off [ (amount recovered $ ................. )
(amount charged off$ ................. o
29, Aggregate write-ins for other income oF BXPENSES ............vereviireriiie e 434002 |.......... 1,100,424
30. Netincome or (foss) before federal income taxes (Line 24 plus Line 27 plus Line 28 plus Line 20) ........................ XXX 3,668,023 |......... 13,581,816
31, Federal and foreign income taxes InCUITEA .......... o it e e XXX |
32. Netincome (loss) (Line 30 minus Line 31) ... ..o i i it XXX ... 3,668,023 1......... 13,581,816
XXX
. XXX L
. XXX
0698.  Summary of remaining write-ins for Line 6 from overflowpage ... XXX e
0699. Totals (Line 0601 through Line 0603 plus Line 0698) (Line 6:above) ..............cooovviirviiniiiiiiiiiieinenn, XXX o
00, XXX
D02, e XXX
08, e e XXX e
0798.  Summary of remaining write-ins for Line 7 from overflow page .................cco it XXX e
0799. Totals (Line 0701 through Line 0703 plus Line 0798) (Line 7above) ............c.coooiiiiiiiiiiiiiiiinin, XXX L
1 U PR P PRI
.
.
1498.  Summary of remaining write-ins for Line 14 from overflowpage ...............cccoeiveiiviriiiiinienn.
1499.  Totals (Line 1401 through Line 1403 plus Line 1498) {Line 14 above)
2901
2902.
2903.
2998.
2999.




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
STATEMENT OF REVENUE AND EXPENSES (continued)

3.

CAPITAL AND SURPLUS ACCOUNT

Capital and SUrpIUS PriOr TEPORING YEAT . ...\ttt ettt e

GAINS AND LOSSES TO CAPITAL AND SURPLUS

.
3.
36.
3.
38.
3.
40.
41,
4.
4.
4,

4.
4.
49.

Netincome (foss) fromLINe 32.......oouvvirnn it e
Change in valuation basis of aggregate policy and Claims FESEIVES ..........uvvuuria it

Net unrealized capital gains and losses

Change in net unrealized foreign exchange capital gain or (foss)

Change in et GBTEITE INCOME 18X ... ... e oottt

Change in nonadmitted assets

Change in unauthorized reinsurance

CANGE NTEASUTY SKOCK . .+ e et e ettt
ChANGE I SUIPIUS NOIES ... ..+« oottt
Cumulative effect of changes in acCOUNEING PHNCIPIES .. ... ...vevrniii et
Capital Changes:

BB PAIIN . o e et s
44.2 Transferred from surplus (Stock Dividend) »

44.3 Transferred to surplus

Surplus adjustments:

45.1 Paidin

45.2 Transferred to capital {Stock Dividend)

45.3 Tranferred from capital

Dividends fo stockholders

Aggregate write-ins for gains or (losses) in surplus

Net change in capital and surplus (Line 34 to Line 47)

Capitat and surpius end of reparting period (Line 33 plus Line 48)

1

Current
Year to Date

Prior Year

13,017,678

(10,000)
2,951,469
15,969, 147

5,137,630

7,880,018
13,017,648

DETAILS OF WRITE-INS

4701, Audit Adjustment
4702.

4798.  Summary of remaining write-ins for Line 47 from overflow page

4799. Totals {Line 4701 through Line 4703 plus Line 4798) (Line 47 above)




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

CASH FLOW

[ILY RN

O~

12.

3.

1.

. Total {Line 5 through Line9)

. Net cash from operations (Line 4 minus Line 10)

Cash from Operations

Premiums collected net Of FEINSUITANGE . . .......oovevn e
R e g 11 O U
Lo T i1 U

Total {Line 1Rhr0Ugh Ling 3) ...

Benefit and loss related payments
Net transfers to Separate, Segregated Accounts and Protected Cell ACCOURLS ........... vt
Commissions,, expenses paid and aggregate write-ins for deductions
Dividends paid 10 POIICYOIIETS .. . ...\ttt e
Federal and foreign income taxes paid (recovered) $..................

Cash from Investments

Proceeds from investments sold, matured or repaid:

2 B ..ttt e e e
2 BlOOKS . .
12.3

12.4
12.5
12.6
2.7

Rl B . .. ...

Net gains or (losses) on cash, cash equivalants and short-term investments .................c.co
MISCEIIBNEOUS PIOCBEAS . ... . ettt e et et ettt e e

12.8 Total investment procseds (Line 12.1through Line 12.7) ... oo

Cost of investments acquired (long-term only):
BOMS Lo e e
BB00KS . .. e

ROl A . .. ..o

Total investments acquired (Line 13.1 through Line 13.6)

Net increase or (decrease) in policy loans and premium notes

Net cash from investments (Line 12.8 minus Line 13.7 minus Line 14)

Cash from Financing and Miscellaneous Sources

. Cash provided (applied):

18,1 Surplus notes, Capial NOMES ... . .ot
6.2 Capital and paid in surplus, less treasury stock
6.3 BOMOWEAFUNDS .. .. ..ottt ittt e e e e
16.4  Net deposits on deposit-type contracts and other insurance fiabilities .................oo i
16.5 Dividends to stockholders

RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS

. Net change in cash and short-term investments {Line 11 plus Line 15 plus Line 17) ... it

. Cash and short-term investments:

10,0 Beginming Of YBar. .. ...
19.2 Endofperiod (Line 18 plus Line 19.1) ...

1

Current Year
To Date

Prior Year

............................................. 123,017
................... 7881 0.................. 10512
.................. 538,767 |..........oo.o. 1,100,424
.................. 612,018 |................ 1,328,623
............................................. 101,899

............... (7,003,040)|............... (7,868,940)
................ 7,615,085 [................ 9,197,563
T s
............................................. 7,815
............................................. (7,815)
(5,750,636)

..................... (200)
e e a9
............... (1,009,800)|.............. (13,118,085)
................ 6,605,265 |............... (3,928,337)
............... 6,389,811 |............... 10,318,148
............... 12,995,076 |- 6.380.810

Note: Supplemental disclosures of cash flow information for non-cash transactions:
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

CASH FLOW, Line 20 (Continued)

1 2
Current Year Prior Year Ended
To Date December 31

6.1




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION

Total

Comprehensive (Hospital and Medical)

2

Individuat

Medicare
Supplement

Vision
Only

7

Federal
Employees
Health Benefit Plan

Title XVl
Medicare

Title XIX
Medicaid

Stop
Loss

Disability
Income

12

Long-Term
Care

Other

Total Members at end of:
1. Prior Year

2. FirstQuarter....................

3. Second Quarter
4. Third Quarter

5. CurrentYear.............oiii e

194,981
197,528
198,903

6. Current Year Member Months

Total Member Ambulatory Encounters for Period:
7. Physitian. .....coveni
8. Non-Physician

9. Total

10. Hospital Patient Days Incurred

11. Number of Inpatient Admissions

12. Health Premiums Written..................................

13. Life Premiums Direct ........ ...,
14. Property/Casualfy Premiums Written. .......................
15. Health Premiums Earned..................ocooeeinl,
16. Property/Casualty Premiums Earned. .......................
17. Amount Paid for Provision of Health Care Services............

18. Amount Incurred for Provision of Health Care Services. ........




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)

Aging Analysis of Unpaid Claims

1 2 3 4 5 6
Account 130 Days 31-60 Days 61- 90 Days 91- 120 Days Over 120 Days Total

185,802
185,892




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

UNDERWRITING AND INVESTMENT EXHIBIT

ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

5 6
Claims Paid Year to Date Liability End of Current Quarter
Estimated Claim
1 2 3 4 Reserve and
Claim
On Claims Incurred On Claims Incurred On Claims Unpaid On Claims Incurred Claims Incurred Liability
Prior to January 1 During the December 31 of During the in Prior Years December 31 of
Line of Business of Current Year Year Prior Year Year (Columns 1 plus 3) Prior Year

1. Comprehensive (hospital and medical) ............oooiinii i e e e L e

2. Medicare SUpplement ... e e L

3o Dentalonly . ..o e e e

A VISIONONY ... e e e e

5. Federal Employees Health Benefifs Plan .. .............ooi it e e b

B, Title XVIE-MEGICAIE ... .. vveeee e eee e e e ne e e e e eOOU F U RURUUR FOTRRRRPRI

T Tl XIX-Medicald .. .......cover et (35,892 e 185,892 | 50,000 ...oooiininn. 150,000

B. Otherhealth ... ... e e e

9. Health subtotal (Line 110l B) .. ... . i e e (35,892 ..o 185,892 ..o 180,000 {............... 150,000
0. Othernonhealth ... e e
1. Medical incentive pools and bonus amoUnts . .............coooiiiiiiiiiii e e e e
L 1 U RO U OO UUTUTRPUY SPUU (3889 185,892 ..o 180,000 §............... 160,000




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS

1.  Summary of Significant Accounting Policies

A.

Accounting Practices

The financial statements of Memphis Managed Care Corporation
Have been prepared in accordance with the NAIC Accounting
Practice and Procedure Manual except to the extent that state law
Differs.

The company, at the direction of the Commissioner of Insurance of
the State of Tennessee for the period Jan — June

2004, on report #2A records claims reimbursements and
administrative reimbursements as premiums, instead of netting
them against claims and general administrative expenses
respectively as required by SAP

Use of Estimates in the Preparation of the Financial Statements
The preparation of financial statements in conformity with the
Quarterly Statement Instructions and Accounting Practice and
Procedures manual requires the use of management’s estimates.

1)  Short-term investments are stated at amortized cost.

2) Bonds are stated at amortized cost using the effective interest method.
3) The company does not hold common stock.

4) The company does not hold preferred stock.

5) The company does not hold mortgage loans.

6) The company does not hold loan-backed securities.

7 The company does not hold investments in subsidiaries,
controlled and affiliated companies.

8) The company does not have minor ownership interests in joint
ventures. :

9)  The company does not carry derivatives.

Accounting Changes and Corrections of Exrors

A,

Disclosure of material changes in accounting principles and or errors

N/A

Business Combinations and Goodwill

A,

Statutory Purchase Method
N/A
Merger

N/A

Impairment Loss
N/A

Discontinued Operations

N/A
Investments
A.  Mortgage Loans
N/A

10



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
NOTES TO FINANCIAL STATEMENTS

10.

B.  Debt Restructuring
N/A

C.  Reverse Mortgages

N/A

D.  Loan Backed Securities
N/A

E.  Repurchase Agreements
N/A

Joint Ventures, Partnerships and Limited Liability Companies

N/A
Investment Income
A, NA

B.  Total Amount excluded was $0
Derivative Instruments
Income Tax

A, Components of net deferred income tax asset or liability
N/A

B.  DTLs not recognized
N/A

C.  Significant components of income taxes incurred
N/A

D.  Significant reconciling items of income taxes incurred
N/A

E(1). Operating loss and tax credit carry fowards

N/A

E(2). Recoupment of Income taxes available in the event of furture losses
N/A |

F Consolidated federal Income tax return
N/A

Information Concerning Parent, Subsidiaries and Affiliates

A.  The company is jointly owned by The Regional Medical Center (The
Med) & University of Tennessee Medical Group (UTMG).

B.  Description of transactions
N/A

C.  Dollar amount of Transactions
N/A

D.  AtJune 30,2004 the company $124,363 due from The Med for MedCall & MRI
services rendered.

101



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS

11.

12.

13.

Debt

Guarantees or undertakings for the benefit of an affiliate

N/A

Description of any material management contracts with related parties
N/A

Ownership in the company is 50% The Med, 50% UTMG

Amount deducted from the value of an upstream intermediate entity
N/A

Investment in SCA in excess of SCA entity

N/A

Investment in SCA entity

N/A

Capital Notes
N/A
Other Debt

N/A

Retirement Plans, Deferred Compensation, Post employment Benefits and
compensated Absences and other Postretirement Benefit Plans

Defined Contribution Plan

N/A

Multiemployer Plans

N/A

Consolidated/Holdings Company Plans

N/A

Post employment Benefits and Compensated Absences

N/A

Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi
Reorganizations.

1) The company has

2) The company has no preferred stock outstanding

3) Dividend Restrictions — N/A

4) Restrictions on unassigned Funds — None

5) The State of Tennessee requires the company to hold
statutory deposits in the amount of 2,900,000

6) For mutuals, and similarly organized companies the total
amount of advances to surplus not repaid. — N/A

7) Total Amount of Stock Held by the company — N/A

8) Changes in special surplus funds — N/A

9) Portion of unassigned funds (surplus) represented or
reduced by each of the following items:

a. Unrealized gains and losses - N/A
b. Nonadmitted assets 2,030,977
c. Stock purchase warrants N/A

10) Surplus Notes

11) Impact of the restatement in quasi reorganization — N/A
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
NOTES TO FINANCIAL STATEMENTS

14.

15.

16.

17.

18.

12) Effective Date of a quasi reorganization — N/A

Contingencies

A. Contingent Commitments
N/A

B. Assessments
N/A

C. Gain Contingencies
N/A

D. All Other Contingencies

Leases
A. Disclosures related to lessee leasing arrangements
N/A
B. Disclosures related to lessor leasing arrangements
N/A
Off Balance Sheet risk
1) The company has no financial instruments with off balance
sheet risk.
2) The company does not use swaps, futures or options.
3) The company has no financial instruments with off balance
sheet risk, and no counter party exposure.
4) The company has on financial instruments subject to credit

risk.

Sale, Transfer and Servicing of Financial Assets and Extinguishments of
Liabilities

A. Transfer of Receivables reported as Sales
N/A

B. Transfer and Sérvicing of financial Assets
N/A

C. Wash Sales
N/A

Gain or Loss to the company from Uninsured A&H Plans and Uninsured
Portion of Partially Insured Plans

A. ASOPlan

The Gain from Operations from ASO uninsured plans and uninsured
portion of partially insured plans was as follows during 2004:

10.3



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
NOTES TO FINANCIAL STATEMENTS

o @ &)
Uninsured
ASO Portion of’
Uninsured Partially Insured Total
Plan Plans ASO
Net reimbursement for Administrative
Expenses (including Administrative Fees)
In excess of Actual Expenses $ 15,176,980 $15,176,980
Total Net Other Income or Expenses
(Including Interest paid to or received from
plans) $ $
Net Gain or Loss from Operations
Total Claim Payment Volume $174,520,003 $174,520,003
B. ASCPlan
N/A

C. Medicare or Other Similarly structured cost based reimbursement Contact:
N/A

19. Direct Premium Written/Produced by managing general agents/third Party
Administrators

N/A
20. Other Items
A. Extraordinary Items
N/A
B. Troubled Debt Restructuring
N/A

C. Other Disclosures

None
21. Events Subsequent
N/A
22. Reinsurance
N/A
23. Retrospectively Rated Contracts
N/A
24. Organization and Operations

Memphis Managed Care Corporation was incorporated as a non-profit
organization in 1993. The board of directors has equal representation from
both The med and UTMG (owners).

25. Salvage and Subrogation
N/A
26. Change in Incurred Claims and Claim Adjustment Expense

10.4



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS

27.

Minimum Net Worth

The company must maintain the larger of the minimum net worth of
$1,500,000 or 4% of the first $150,000,000 in premium and 1.5% in excess of
that amount, as reported on the most recent Quarterly Statementfiled with the
Tennessee Department of Commerce and Insurance.

Calculated
Net Premium Revenue Requirement
Up To 150,000,000 150,000,000.00 4% 6,000,000.00
>150,000,000 246,665,509.00 1.5% 2,948,029.61
Total 396,665,509.00 . 9,699,982.00
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS
(Electronic Filing Only)

4. Discontinued Operations

5. The amounts related to Discontinued Operations and the effect on the Company's Balance Sheet and Statement of Revenue and Expenses

Balance sheet
Assets
a. Line5 Cash T
b. Line 26 Totals SOOI

Liabilities, Surplus and Other Funds _
¢. Line22 TotalLiabiliess B

d. Line 30 Total Capitaland Surplus B
¢. Line 31 Totat T PP

Statement of Revenue and Expenses

f. Line2 Premiums o e
g. Line 22 Increase in aggregate reserves for accident and health (current year less prior year) .
h. Line 31 Federal and foreign income taxes fncurred B
i. Line26 Netrealized capital gains {losses) B
j. Line32 Netlhcome o e

5. Investments
A. Mortgage Loans including Mezzanine Real Estate Loans

For mortgage loans, disclose the following information

wrent Year Prior Year
4. Asof year end, the Company held mortgages witt
investment, excludingaccredinterest ™ =020 2| B A W B B B0 S
a. Totalinterest dueonmorigageswithinteresty ™ NG BRE BN @R YA B Bemmsm S

5. Taxes, assessments and any amounts advanced

6. Curentyearimpairedloanswitharelatedafowar ~ HE N s> @ W ——— ..o
a. Related allowance for creditlosses

7. mpaired morigage loans without an allowance for credit losses TP TR
8. Average recorded investment in impaired loans TSP L JOURRITORII
9. Interestincome recognized during the period the loans were impaired  JUURRU T
10. Amt;unt of interest income recognized on a cash basis during the period the loans were impaired e TR

11, Allowance for credit losses:

Balance at beginning of period

b. Additions charged to operations

¢. Direct write-downs charged against the aflowances
d. Recoveries of amounts previousty charged off

e. Balance at end of period

o

B. Debt Restructuring
For restructured debt in which the company is a creditor, disclose the following:
1. The total recorded investment in restructured foans, as of year end S L JUTROR
2. The realized capital losses refated to these loans L JUT | TTI

3, Total contractual commitments to extend credit to debtors owning receivables whose terms have been
modified in troubled debt restructurings ) § S

9. Income Taxes

A. The components of the net deferred tax asset recognized in the Company's Assets, Liabilities, Surplus and Other Funds are as folfows:

Current Year Prior Year
1. Total of gross deferred tax assets TS OTOITN  JUUTPP
2. Total of deferred tax labilities  JOUUITPRTN U
3. Net deferred tax asset  JSTTORP S
4. Deferred tax asset nonadmitted x PO OPPN S
5. Net admitted deferred tax asset L JUPRUIT § e
6. Increase (decrease) in nonadmitted asset e TP

Notes Questionnaire 1



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS (Continued)
(Electronic Filing Only)

10. Information Concerning Parent, Subsidiaries and Affiliates
E. Indicate the amount of any guarantees or undertakings, written or otherwise, for the benefit of an affiliate or related party that
result in a material contingent exposure of the reporting entity's or any related party's assets or liabilities: S,
12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit Plans
A. Defined Benefit Plan
A summary of assets, obligations and assumptions of the Pension and Other Postretirement Benefit Plans are as follows at December 31, of said year.

Pension Benefits Other Benefits

1. Change in benefit obligation
Current Year Prior Year Current Year Prior Year

a. Benefit obligation at beginning of year S S, $e, S
b. Service cost S TR - SO ST
¢. Interest cost U ORI U ORI
d. Contribution by plan participants T L SOOI S S
e. Actuarial gain (loss) S e e S
f.  Foreign currency exchange rate changes ST T SR L SOOI
g. Benefits paid L TTTPPRRTN S S ORI
h. Plan amendments S e L T Fe
i. Business combinations, divestitures, curtailments,

settlements and special termination benefits T S SO S
j. Benefit obligation at end of year L OO S - SOOI L PRI

2. Change in plan assets

a. Value of plan assets at beginning of year

b. Actual return on plan assets

¢. Foreign currency exchange rate changes

d. Employer confribution

¢. Plan participans' contributions

f.  Benefits paid

g. Business combinations, divestitures and setfler
h. Fair value of plan assets at end of year

3. Funded status

a. Unamortized prior service cost e et g U
b.  Unrecognized net gain or (loss) e TS Sl S
¢. Remaining net obligation or net asset at initial
date of application TR S S e
d. Prepaid assets or accrued liabilities S, S, - T S
e. Intangible asset  FOTON O L ST  JOPOTUOTRI
4. Benefit obligation for non vested employees e T SO L TS

5. Components of net periodic benefit cost

a. Service cost $r, Serei S, I T ORI
b. Interest cost S T E UUUURURURN IS,
¢. Expected refurn on plan assets $o $or e T,
d. Amortization of unrecognized transition obligation

o transition asset L T S S S
e. - Amount of recognized gains and losses S S SR - FOTRR
f. Amount of prior service cost recognized - JTTRT S SR L IS
g. Amount of gain or loss recognized due to a settlement

or curtaiiment S S S S
h. Total net periodic benefit cost S TR $ e, IO UTRR

7. Weighted average assumption as of December 31
a. Discountrate
b. Rateofcompensationincrease i
c. Expectediongtermrateof retumonplanassets L

9. Assumed heatth care cost frend rates have a significant effect on the amounts reported for the heaith care plans.

A one-percentage-point change in assumed health care cost trend rates would have the following effects: 1 Percentage Point 1 Percentage Point

: Increase Decrease
a. Effect on fotal of service and interest cost components S S
b. Effect on postretirement benefit obligation e S

13. Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations

9. The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:

a. Unrealized gains and losses: S
b. Nonadmitted asset values: U
¢. Separate account business: O
d. Asset valuation reserves: SRR
e. Provision for reinsurance: S

14. Contingent Commitments

A. 1. Total contingent liabilities: S

Notes Questionnaire 2



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS (Continued)
(Electronic Filing Only)

15. Leases
A. Disclose the following items related to lessee leasing arrangements (refer to SSAP No. 22, Leases):
2. For leases having iniial o rermaining noncancelable leas terms in excess of one year:

a. At January 1, of said year, the minimum aggregate rental commitments are as follows:
{Dolars in thousands)

Year Ending December 31 ' Operating Leases

B. When leasing is a significant part of the lessor's business activities in terms of revenue, net income, or assets, disclose the following information with respect to leases:
1. Lessor Leases:
¢. Future minimum lease payment receivables under noncancelable leasing arrangements as of December 31, of said year ars as follows:

Year Ending December 31 Operating Leases

7. Net minimum future lease receipts
2. Leveraged Leases:

b. The Company's investment in leveraged leases r¢
leveraged leases at December 31, of said year w

from

Prior Year
(In thousands)

1. Income from leveraged leases before income
2. Less current income tax
3. Netincome from leverage leases

¢. The components of the investment in leveraged leases at Uiecember 31, 0t said year were as shown Deiow:
(In thousands}

Current Year
1. Lease contracts receivable (net of principal and
interest on non-recourse financing) S
2. Estimated residual value of leased assets L SR
3. Unearned and deferred income $..
4, Investment in leveraged leases $....
5. Deferred income taxes related to leveraged leases U

6. Net investment in leveraged leases L TP
16. Information about Financial instruments with Off-Balance Sheet Risk and Financial instruments with Concentration of Credit Risk

For financial instruments with off-balance risk, an insurer shall disclose in the financial statements

the following information by class of financial instrument:

1. The table below summarizes the face amount of the Company's financial instruments
with off-balance sheet risk:

Assets
Prior Year

Ligbilities
Current Year

Currerit Year Prior Year

a. Swaps
b. Futures
¢. Options
d. Total

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabifties
C. Wash Sales
2. The details by NAIC designation 3 or below of securities sold during the first quarter
ended March 31, of said year, and reacquired within 30 days of the sale date are:
Number of
Transactions

Book Vatue of
Securities Sold

Cost of Securities
Repurchased

Bonds:
a. NAIC3

Gain/ (Loss)

b. NAIC4
¢. NAICS
d. NAIC6

Preferred Stock:

g. NAICP/RP3
f. NAICP/RP4
g. NAICP/RPS
h. NAIC P/RP8

Notes Questionnaire 3




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS (Continued)
(Electroniq Filing Only)

18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans

A. ASO Plans: 1 ) 3 /
The gain from operations from Administrative Services Only (ASO) uninsured plans and the uninsured ) Unisured Portion
portion of partially insured plans was as follows during s : e of Partially
- Insured Plans Total ASO

a. Net reimbursement for administrative expenses (incl .

administrative fees) inexcessof actualexpenses ~ NN HR A WA B B BT . ST
b. Total net other income or expenses (including intere:

toorreceivedfromplans) 0 N Al WA A B Bl B0 ... e
c.Netgainor (loss) fromoperations = Wl w W Wi EEESS 00000000 e,
d. Total claim payment volume P e L TR

B. ASC Plans
1 2 3
The gain from operations from Administrative Services Contract (ASC) uninsured plans and the uninsured Uninsured Portion
portion of partiafly insured plans was as follows during said year: ASC of Partially
ninsured Plans Insured Plans Total ASC

a. Gross reimbursement for medical cost incurred S L SO - S
b. Gross administrative fees accrued S, S L TPTRTRRT
¢. Other income or expenses (including interest paid to or received from plans) . S e $e
d. Gross expenses incurred (claims and administrative) S TR S
e. Total net gain or loss from operations ORI S S

Notes Questionnaire 4



STATEMENT AS OF JUNE 30, 2004 CF THE Memphis Managed Care Corporation
NOTES TO FINANCIAL STATEMENTS - ITEM 1A

1 2 3
State Preseribed Practices Current Prior
NOTES TO FINANCIAL STATEMENTS - ITEM 5A02
1 2 ’ 3
Percent Investment Excluding Number of
Reduced Accrued Interest Mortgages

ONE

NOTES TO FINANCIAL STATEMENTS - ITEM 13.10

1 2 3 4 5 6 7 8
) Principal Total Unapproved
Par Value Carrying and/or - Principal Principal
. Date (Face Amount|  Value Interest Paid | and/or and/or Date of
Description of Assets, Holder of Note and Other Issued | interest Rate | of Notes) of Note | Current Year | Inierest Paid | Interest Maturity

NONE

NOTES TO FINANCIAL STATEMENTS - ITEM 13.11

Year
(Starting with Current Year)

Change in Year Surplus

Change in Gross Paid-in
and Contributed Surplus

NONE

Notes Questionnaire &




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

NOTES TO FINANCIAL STATEMENTS - ITEM 19

Total
Direct
Typeof | Premiums
FEIN Exclusive Authority |  Written/
Name and Address of Managing General Agent or Third Party Administrator Number | Contract Types of Business Written Granted | Produced By
NOTES TO FINANCIAL STATEMENTS - ITEM 23
Name of Reinsurer Amount
NOTES TO FINANCIAL STATEMENTS - ITEM 28A
1 2 3 4 5 §
Estimated Pharmacy Rebates
as Reported on Financial Pharmacy Rebates as Billedor | Actual Rebates Received Within | Actual Rebates Received Within | Actual Rebates Received More Than
Quarter Statements Otherwise Confirmed 90 Days of Billing 9110 180 Days of Billing 180 Days After Biling

NONE

NOTES TO FINANCIAL STATEMENTS - ITEM 28B

1 2 3 4 5
Risk Sharing Risk Sharing
Receivable as Receivable as
Calendar Evaluation Period | Estimated in the Estimated in the Risk Sharing
Year Year Ending Prior Year Current Year Receivable Billed

6

Risk Sharing
Receivable Not
Yet Billed

7

Actual Risk Sharing
Amounts Received
in Year Billed

8

Actual Risk
Sharing Amounts
Received First
Year Subsequent

9 10
Actual Risk Actual Risk
Sharing Amounts | Sharing Amounts
Received Second Received
Year Subsequent | . - All Other

NONE

Notes Questionnaire 6
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

GENERAL INTERROGATORIES

,  (Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted. )

PART 1 - COMMON INTERROGATORIES

GENERAL

Did the reporting entity implement any significant accounting policy changes which would require disclosure in the Notes to the Financial Statements?

if yes, explain:

Yes () No (X)

Model Act?

If yes, has the report been filed with the domiciliary state?

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the reporting

entity?
If yes, date of change:

1

g
If not previously filed, furnish herewith a certified copy of the instrument as amended.

Have there been any substantial changes in the organizational chart since the prior quarter end?

If yes, complete the Schedule Y - Part 1 - organizational chart.

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

{f yes, provide name of entity, NAIC Gompany Code, and state of domicile (use two letter state abbreviation) for any entity that has ceased to exist as a result of the

merger er consolidation.

Yes () No (X)
Yes () No {)

Yes () No (X)

Yes () No (X)

1
Name of Entity

2
NAIC Company Code

State of Domicile

1f the reporting entity is subject to a management agreement, including third-party administrator (5) , managing general agent(s) , attorney-in-fact, or similar agreement,
have there been any significant changes regarding the terms of the agreement or principals involved?

If yes, attach an explanation.

State as of what date the latest financial examination of the reporting entity was made or is being made.

Stats the s of date that the latest financial examination report became avaitable from either the state of domicile or the reporting enty.
This date should be the date of the examined balance shest and not the date the report was completed or released.

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the reporting entify.
This s the release date or completion date of the examination report and not the date of the examination (balance sheet date).

By what department or departments?

Yes () No { ) N/A (X}

Has this reporting entity had any Certificates of Authority, licenses or registrations (

governmental entity during the reporting period? (You need
agreement. )

if yes, give full information

not report an action, either formal or informal,

if a confidentiality clause is part of the

including corporate registration, if applicable) suspended or revoked by any

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?

If response to 9.1is yes, please identify the name of the bank holding company.

Yes () No (X)

{s the company affiliated with one or more banks, thrifts or securities firms?

If response to 9.3 is yes, please provide below the names and location scity and state of the main office) of any affiiates regulated
fi.¢. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency

{0CC), the Office of Thrift Supervision (OTS

Corporation (FDIC) and the Securities Exchange Commission {SEC)} and identify the affiiate's primary federal regulator.

b{ a federal regulatory services agency

, the Federal Deposit Insurance

Yes () No (X)

1
Affiliate Name

2
Location
{City, State}

11



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

GENERAL INTERROGATORIES (continued)

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted. )

INVESTMENT

0.1
0.2

if yes, explain

Has there been any change in the reporting entity's own preferred or common stock?

Yes { } No {X)

11

(Exclude securities under securities lending agreements. )

1.2

if yes, give full and complete information relating thereto:

Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made avaitable for use by another person?

Yes () No (X)

2. Amount of real estate and mortgages held in other invested assets in Schedule BA:

13, Amount of real estate and mortgages held in short-term investments:

4.1 Does the reporting entity have any investments in parent, subsidiaries and affiiates? Yes () No (X)
4.2 Hyes, please complete the following:
1 2
Prior Year-End Current Quarter
Statement Value Statement Value
T2 BONAS ..o § S
14.22 Prefermed StOCk ........oooi S §
14,23 Common SHOCK ........it i $ §
14,24 Short-Term IVESHMENES . .. ... eurit st e $ §
14.25 Morigages, LoansorReal Estate ................coooiviiiiiiii i, $ L
.26 ATOMhEr ... U OO $ o
14.27 Total investment in Parent, Subsidiaries and Affiliates (Subtotal Line 14.21to Line 14.26) ................ $ O
14.28 Total Investment in Parent included in Line 14.21 to Line 14.26above ..................cocevveennnnnns § o
14.29 Receivable from Parent not included in Line 14.21to Line 14.268bove ............oevvnvvnvvnnennnnn., $ S
15.1 Has the reporting entity entered into any hedging transactions reported on schedule DB? Yes () No (X)
15.2 Ifyes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes () No ()
If no, attach a description with this statement.
16.  Excluding items in Schedule £, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety deposit boxes,

were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a qualified bank or trust company in

accordance with Part 1-General, Section IV. H-Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook?

Yes () No (X)

161 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complate the following:

1
Name of Custodian(s)

2
Custodian Address

16.2  For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name, location and a complete explanation:

1
Name(s)

2
Location(s)

3
Complete Explanation(s)

16.3  Have there been any changes, including name changes, in the custodian s) identified in 16. 1 during the current quarter?

6.4 Ifyes, give full and complete information relating thereto:

Yes () No (X)

1
Old Custodian

2

New Custodian

3
Date
of Change

4

Reason

16.5 {dentify all investment advisors, brokers/dealers or individuals actin

on behalf of the reporting entity:

g on behalf of brokers/ dealers that have access to the investment accounts, handle securifies and have authority to make investments

1
Central Registration Depository

3
Address




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

GENERAL INTERROGATORIES - Line 5.2 (Continued)

1
Name of Entity

2
NAIC Company Code

3
State of Domicile

GENERAL INTERROGATORIES - Line 9.4 (Cdntinued)

1
Affiliate Name

2
Location (City, State)

FRB

4
0cC

5 6
018 FDIC

1
SEC

GENERAL INTERROGATORIES - Line 16.1 (continued)

1
Name of Custodian(s)

2
Custodian Address

GENERAL INTERROGATORIES - Line 16.2 (continued)

Nam19 (s) Locatizon (s} Complete E)?planation ()
GENERAL INTERROGATORIES - Line 16.4 (continued)
1 2 3 4
0Old Custodian New Custodian Date of Change Reason

GENERAL INTERROGATORIES - Line 16.5 (continued)

1
Central Registration
Depository

2

Name(s)

3
Address

1T




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE A - VERIFICATION

1
Year To Date

2
Prior Year Ended
December 31

e
DD NHOT LN

. Total nonadmitted amounts
. Statement value, current period (PAge 2, 1vu vowsy mie, 1sue mUIIUM AU VUG v evssas s et e I ....................

Book/adjusted carrying value, December 31 of prior year

Increase (decrease) by adjustment

Cost of acquired
Cost of additions to and permanent improy
Total profit (loss) onsales.............
Increase (decrease) by foreign exchange
Amount received on sales
Book/adjusted carrying value at end of cul
Total valuation aflowance
Subtotal (Line 8 plus Line 9)

SCHEDULE B - VERIFICATION

1
Year To Date

2
Prior Year Ended
December 31

N

. Subtotal (Line 9 plus Line 10)
. Total nonadmitted amounts

Book value/recorded investment excluding accrued interest on mortgages owned, December 31 of prior year

Amount foaned during period:

2.1 Actual cost at time of acquisitions . .

2.2 Additional investment made after act
Accrual of discount and mortgage interest
Increase (decrease) by adjustment
Total profit (loss} on sale
Amounts paid on account or in full during t
Amortization of premium
Increase (decrease) by foreign exchange
Book value/recorded investment excluding
Total valuation allowance

SCHEDULE BA - VERIFICATION

Other Invested Assets Included in Schedule BA

1
Year To Date

2
Prior Year Ended
December 31

[P

. Accrual of discount
. Increase {decrease) by adjustment
. Total profit loss) on sale
. Amounts paid on account or in full during t
. Amortization of premium
. Increase (decrease) by foreign exchange
. Book/adjusted carrying value of long-term
. Total valuation allowance
. Subtotal {Line 9 plus Line 10)
. Total nonadmitted amounts

Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year
Cost of acquisitions during period:

2.1 Actual cost at time of acquisitions . .

2.2 Additional investment made after act

SCHEDULE D - VERIFICATION

1
Year To Date

2
- Prior Year Ended
December 31

OO~ T O LI

. Book/adjusted carrying value of bonds and stacks. December 31 of oriorvear ... ...
. Cost of bonds and stocks acquired
. Accrual of discount

. Increase {decrease

. Increase (decrease

. Total profit (loss) on disposal
. Consideration for bonds and stocks dispos
. Amortization of premium
. Book/adjusted carrying value, current per
. Total valuation allowance
. Subtotal (Line 9 plus Line 10)
. Total nonadmitted amounts
. Statement value

by adjustment
by foreign exchange

NONE

12
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity

During the Current Quarter for afl Bonds and Preferred Stock by Rating Class

1 2 : 3 4 5 6 7 8

Book/Adjusted Book/Adjusted | Book/Adjusted | Book/Adjusted Book/Adjusted

Carrying Value Acquisitions Disposifions Non-Trading Carrying Value | CarryingValue | Carrying Value | Carrying Value
Beginning of During During Activity During End of End of End of Dgc.emeer 3
rior Year

Current Quarter | Current Quarter | Current Quarter Current Quarter First Quarter Second Quarter Third Quarter

BONDS

CB8S Lo oo e s
089S 2 oo et eei e s e s e
Class 3.
Class 4..
Class 5.
ClASS 6. oo oo s et e e et ea et eeehi e eea e e e oo ese et ee e s s s

=

1. MOt BONES. .. .o eee et ee e et et e et e et e e a et e e s et e

PREFERRED STOCK




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE DA - PART 1

Short-Term lnves:tmentlewned:End of Current Quarter

3 4

K 2 5
Interest Paid for Accrued
Book/Adjusted Actual Collected Interest
Carrying Value Par Value Cost Year To Date Year To Date

8298999  Tofals ...........cooiiin

SCHEDULE DA - PART 2 - VERIFICATION

Short-Term Investments Owned

Year To Date

Prior Year Ended
December 31

1. Book / adjusted carrying value, December 31 of prior year
2, Cost of short-term investments acquired
3. Increase (decrease) by adjustment
4. Increase {decrease) by foreign exchange ad™
5. Total profit (loss) on disposal of short-term i
6. Consideration received on disposal of short-t
7. Book / adjusted carrying value, current peric
8. Total valuation allowance

9. Subtotal (Line 7 plus Line 8)

—

0. Totaf nonadmitted amounts

-

1. Statement value (Line 9 minus Line 10)

—a

2. Income collected during period

13. Income eamned during period

14
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE DB - PART F - SECTION 1

Summary of Replicated (Synthetic) Assets Open

Replicated (Synthetic) Asset Components of the Replicated (Synthetic) Asset
i 2 3 4 5 Derivative Instruments Open Cash Instrument(s) Held
] 7 8 9 ] 11 12
Replication NAIC Designation NAIC Designation
- RSAT oF or
Number Description Other Description Statement Value Fair Value . Description Fair Value CUSIP Descripfion Statement Value Fair Value Other Description

NONE
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE DB - PART F - SECTION 2

Reconciliation of Replicated (Synthetic) Assets Open

First Quarter Second Quarter Third Quarter Fourth Quarter Year-To-Dale
1 2 3 4 5 6 7 8 9 10
Total Replicated Total Replicated Total Replicated Total Replicated Total Replicated
Number of (Synthetic) Assets Number of {Synthetic) Assets Number of (Synthetic) Assets Number of (Synthetic) Assets Number of (Synthetic) Asssts
Positions Statement Value Positions Statement Value Positions Statement Value Positions Statement Value Positions Statement Value
1. Beginning bventory ... e o e
2. Add: OpenedorAcquired Tramsactions ... bbb e
3. Add  IncreasesinReplicated Asset Statement Value ...........cocoovvevcinel ) XXX o o XX XXX
4. less:  Closedor Disposed of Transactions ................ccccccvciiciicccvciivceeec v, A B AY WA BB B B i i
5. Less:  Posilions Disposed of for Failing EffectivenessCriteria.......................... . I GHE B N EBQRE B
6. Less:  Decreasesin Replicated (Synthetic) AssetStatementValte.........................f - XXX N O Ul B © BDem ... XXX XXX
7. EndingIventory ... foae e [ e e e e e




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE S - CEDED REINSURANCE

Showing all new reinsurers - Current Year to Date

1 2 3 4 5
NAIC Federal s Insurer
Company D Authorized?

Code Number Narme of Reinsurer Location (Yes or No)

NONE

17
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES
OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

All entity members of a Holding Company Group that have acquired and/or disposed of any domestic entity (s) since filing the last annual or quarterly statement
shall prepare a common schedule for inclusion in each of the individual quarterly statements

PART 1 - ORGANIZATIONAL LISTING

1

NAIC Group Code

2 3 4 5 6

Group Name NAIC Company Code State of Domiclle FE! Number Name of Company

ONE
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES
OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART

NONE




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. Howaver, in the event that your company does not transact the type of business for which the special report must be
filed, your response of NO to the specific interrogatory wil be accepted in liew of fiing a "NONE" report and a bar code wil be printed below. If the supplement is required of your company but is not being filed for
whatever reason enter SEE EXPLANATIONS and provide an explanation following the interrogatory questions. .

RESPONSE
1. Willthe SVO Compliance Certification be filed with this statement? Yes

EXPLANATIONS:

BAR CODE:
Document identifier 470:

20
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE A - PART 2

Showing All Real Estate ACQUIRED During the Current Quarter

1 Location 4 5 7 8 9
Book / Adjusted Expended for
2 3 Carrying Additions and
Date Amount of Value Less Permanent
Description of Property City State Acquired Name of Vendor Actual Cost Encumbrances | Encumbrances improvements
SCHEDULE A - PART 3
Showing All Real Estate SOLD During the Quarter, Including Payments During the Final Year on "Sales under Contract”
1 Location 4 5 "~ B 7 8 9 10 1 12 13 ) 1% 16
Expended for
2 3 - Increase Additions, Gross Income
"(Decrease} | “Permanent | Book/Adjusted Foreign Total Eamned Less Taxes,
Name Iricrease by Foreign | Improvements |  Carrying Exchange Realized Profit Interest Repairs and
of ) (Decrease) by | 'Exchange |and Changesin| Value Less Amounts Profit (Loss) | Profit (Loss) (Loss}) on Incurred on Expenses
Description of Property City State Disposal Date Purchaser Actual Cost | Adjustment | Adjustment [ Encumbrances | Encumbrances | Received on Sale on Sale Sale Encumbrances | Incurred

NONE
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE B - PART 1

Showing All Mortgage Loans ACQUIRED during the Current Quarter

1 4 5 8 7 8 9 10 1
Location
2 3 Book
: Value/Recorded Increase
Investment Increase (Decrease) by Valug of Land Date of Last
) - Rate of Excluding Accrued (Decrease) by Foreign Exchange and Appraisal
Loan Number City State Loan Type Date Acquired Interest Interest Adjustment Adjustment Buildings or Valuation
SCHEDULE B - PART 2
Showing All Mortgage Loans SOLD, Transferred or Paid in Full During the Current Quarter
1 4 5. § 7 8 9 10 1 2 3
Location Book Book
- .| Value/Recorded Increase Value/Recorded
2 3 . Investment Increase {Decrease) investment Foreign
) Excluding (Decrease) by Foreign Excluding Exchange Realized Total
! Date Accriied Interest by Exchange | Accrued Interest | Consideration | Profit {Loss) Profit {Loss) Proft {Loss)
Loan Number City State Loan Type Acquired Prior Year Adjustment Adjustment at Disposition Received on Sale on Sale on Sale

NONE




£03

SCHEDULE BA - PART 1

Showing Other Long-Term Invested Assets ACQUIRED During the Current Quarter

STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

1 4 5 6 7 8 9 10
Location

Increase (Decrease)

2 3 Book/Adjusted by Foreign

Date Amount of Carrying Value Increase (Decrease) Exchange

Number of Units and Description City State Name of Vendor Acquired Actual Cost Encumbrances Less Encumbrances by Adjustment Adjustment

SCHEDULE BA - PART 2
Showing Other Long-Term Invested Assets SOLD, Transferred or Paid in Full During the Current Quarter
1 4 5 6 7 8 9 10 1" 12 13
Location
Book/Adjusted Increase Book/Adjusted
2 3 Carrying Increase (Decrease) Carrying Foreign
Name of Purchaser Value Less (Decrease) by Foreign Value less Exchange Realized Total
or Date Encumbrances by Exchange Encumbrances | Consideration Profit {Loss) Profit {Loss) Profit {Loss)

Number of Units and Description City State Nature of Disposition Acquired Prior Year Adjustment Adjustment at Disposition Received on Sale on Sale on Sale

NONE
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

Show All Long-Term Bonds and Stock Acquired by the Company During the Current Quarter
1 2 3 4 5 6 1 8 9 10
Paid for Accrued NAIC Designation
cusip Date Number of Shares Interest and or Market
Identification Description Foreign | Acquired Name of Vendor of Stock Actual Cost Par Value Dividends indicator {a)

NONE

(a) For all common stock bearing the NAIC market indicator "U" provide: the number of such issues
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE D - PART 4

Show All Long-Term Bonds and Stock Sold, Redeemed or Otherwise Disposed of
by the Company During the Current Quarter

cusip
Identif-
ication

Description

Foreign

Disposal
Date

5 6 7 8 9 10 Change In Book/Adjusted Carrying Value ] 17
1 12 1 % 15
Prior Current Current Foreign
Year Book/ | Unrealized Year's Year's Other Total Total Foreign | Book/Adjusted |  Exchange
Number Adjusted | Valuation {Anort- | Than Temporary | Changein | Exchange | Carrying Value Gain
of Shares Actual | Carmrying | Increase/ ization}/ Impairment | B./A.C.V. | Changein | atDisposal {Loss) on
Name of Purchaser of Stock | Consideration | Par Value Cost Value (Decrease) | Accrefion | Recognized | (11+1213) | B.JA.C.V. Date Disposal

18

Realized
Gain
{Loss) on
Disposal

Total
Gain
{Loss) on
Disposal

20

Bond
Interest/
Stock

Dividends
Recieved
During Year

Al

Maturity
Date

2
NAIC
Designa-
tion or
Market
Indi-
cator

(a)

(a} For all common stock bearing the NAIC market indicator 'U' provide: the number of suchissues ..................



STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE DB - PART A - SECTION 1

Showing all Options, Caps, Floors and Insurance Futures Options Owned at Current Statement Date

903

1 2 3 4 5 6 7 8 9 10 il 12 13 )
Date of
Nurnber of Maturity, Date of Year to Date Used to Ad?'ust Other Investment/
Contracts or  { Expiry, or Strike Price, Acqui- Cost/Option Book * Statement Fair Increase/ {Decrease) Basis o Miscellaneous
Desciption Notionat Amount | Settiement Rate or index sition Exchange or Counterparty Premium Value Value Value by Adjustment Hedged ltem " Income
/
SCHEDULE DB - PART B - SECTION 1
Showing all Options, Caps, Floors and Insurance Futures Options Written and In-Force at Current Statement Date
1 2 3 4 5 ] 7 8 9 10 g 12 13 14
Date of
Number of Maturity, Date of Year to Date Other Investment/
Contracts or | Expiry, or Strike Price, Issuance/ Consideration Book * Statement Fair Increase/ (Decrease) |  Used to Adjust Miscellaneous
Description Notional Amount | Settlement Rate or Index Purchase Exchange or Counterparty Received Value Value Value by Adjustment Basis income

NONE




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
- ADDITIONAL STATEMENT PAGES
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Company Name: ‘i\:/Iemphis Managed Care Corporation
NAIC Code: 00000

-

o

SVO COMPLIANCE CERTIFICATION

"The undersigned is an officer of the insurer responsible for reporting investments to the SVO, and/or with making all fiings with appropriate state regulatory officials and the NAIC, and is therefore required
to be familiar with the requirements of such filings. The undersigned officer certifies that, to the best of his or her knowledge, information, and belief, all prices or NAIC Designations for the securities
reported in this statement have been obtained directly from the SVO except as specifically identified below. The officer further certifies that, to the best of his or her knowledge, information, and belief,
since the last filing of a quarterly or annual statement:

1. All securities previously valued by the insurer and identified by a Z suffix have now been submitied to the SVO for a valuation or disposed of by sale or otherwise with the resuit that all prices and
NAIC Designations reported in this statement have been provided by the SVO, except for provisionally exempt securities and new purchases identified in Schedule D and DA with a Z suffix or items submitted

but not yet processed by the SVO.

2. Any newly purchased securities now identified with a Z suffix will be submitied to the SVO within 120 days of purchase.

3. All necessary information on securities that have been previously designated NR {not rated due to fack of current information) by the SVO have either been submitted to the SVO by the insurer
for a valuation or disposed of by the insurer.

4. All material issuer events (as defined below) have been reported o the SVO."

A material issuer event is a generic or fransaction specific credit event of which the insurer is currently aware that, by its nature would signify to a reasonably prudent insurer that a material change in
the credit quality or price of the investment or security has occurred.

As an illustration, and not by way of limitation, the following shalt be deemed to constitute material issuer events:

a. Recapitalizations or capital restructuring whether within or without Chapter 11 of the US Bankruptcy Code;

b. Nonpayment, deferral, or payment in kind through waiver of any principal or contractual interest payment;

¢. Any change in the maturity of a security;

d. Changes in the fender's collateral position, including releases of collateral, or the taking of 2 collateral position whether by operation of negative pledge covenant or otherwise;

e. Events of a fike character or of a like effect, which would be considered material o an investment professional.

f. Exceptions
p— (anl
’ 'BLW‘M'L S - /9”%1 P
Name of investment Officer 4 '
Signature of Investment Officer, -
Ciige  Fami OFFi( éx
Title of Signatory
.......... At ks 31, pool/
Date
Exceptions Count
z z NR NR*
Qfr/Year Count Qfr/Year Count Qtr/Year Count Qtr/Year Count




STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation
SCHEDULE E - PART 1 - CASH

Month End Depository Balances

1 2 3 4 5 Book Balance at End of Each
Month During Current Quarter
Depository Amount of Amount of
Interest Interest Accrued 6 7 8
Rate of Received During | at Current
Name Location and Supplemental Information Code Interest Current Quarter | Statement Date First Month Second Month Third Month
QOpen Depositories
NBC GENERAL OPERATING ......... < U T TR E ST TRRES: 18,404 ....... M7 .. 17,707 .
AMOSOUTH GENERAL OPERATING ... AMSOUTH .. ..o et ettt e e ae oeriee ettt e i ettt en senetti e e 1,575,842 ..... 347,481 ..., 7,468,578 .
AMSOUTHCLAIMS ................. AMSOUTH - oo et et et e e s tee e e e e e ,434,200) ... (11,021,595) ... (10,425,003) .
AMSOUTHPAYROLL................. P YT 11 T S R I IRRRET: 10,000 ........ 9,07 ... 6,049 .
ESCROWCASH .................... - o A PPCIEERTERT 346,15 ....... 6,155 ... 346,155
AMSOUTHTRUST ...........eetnee AMSOUTH .ottt e e e e 5,263 ........ 16,263 .... 15,371,889 .... 12,038,202 .... 15,480,991
(199990 - TOTAL - Open DEPOSHOMES ... ... ovvvrvrer e iee et e e 16,263 ........ 16,263 7,968,008 ..... 5,807,447 ... 12,984,477
0399999 « TOTAL €S 0N DEPOSIL ...« e et etcit ettt e s 16,263 ........ 16,263 7,988,009 ..... 5,827,147 ... 12,994,477 .
0590000 - TOTALS . oo ervr et et e e ettt e e e e s 16,263 ........ 16,263 7,988,009 ..... 5,827,147 .... 12,904,477 .

E08
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STATEMENT AS OF JUNE 30, 2004 OF THE Memphis Managed Care Corporation

SCHEDULE DB - PART C - SECTION 1

Showing all Collar, Swap and Forwards Open at Current Statement Date

1 3 4 5 6 7 8 9 10 11 12 13 " 1%
Date of Date of Year to Date

Maturity, Strike Price, Opening Cost or * Increase Used fo Adjust | Other Investment/

Expiry, or Rate or Index Rec Position or (Consideration Book Statement Fair {Decrease) by | Basis of Hedged Miscellaneous Potential
Description Notional Amount | Settlement {Pay) Agreement Exchange or Counterparty Received) Value Value Valug Adjustment item Income Exposure

Showing all Futures Contracts and Insurance Futures Contracts at Current Statement Date
N
1 2 3 4 5 6 7 8 9 13
: Variation Margin Information s
10 11 12
- Date of Used to
Number of Maturity Opening Adjust Basis of
Description Contracts Date Original Value Current Value Variation Margin  { Position Exchange or Counterparty Cash Deposit Recognized Hedged Item Deferred Potential Exposure

NONE




Report #2A: TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year Previous Year
Current Year to Date
Period Total Total
Member Months 594,638 1,191,485 2,314,367
REVENUES:
1 TennCare Capitation 89,505,611 177,539,611 390,132,800
2 Investment 51,969 102,133 105,122
3 Other Revenue 283,534 456,764 612,321
4 Total Revenue 89,841,114 178,098,508 390,850,243
EXPENSES:
Medical and Hospital Services
5 Capitated Physician Services 2,913,200 5,260,645 8,751,796
6 Fee for Service Physician Services 23,126,981 43,808,940 82,943,545
7 Inpatient Hospital Services 15,086,903 34,236,267 91,135,553
8 Outpatient Services 80,526 219,679 7,779,504
9 Emergency Room Services 5,892,353 11,745,373 26,460,811
10 Mental Health Services 8,154 19,666 69,821
11 Dental Services - 26,740 79,315
12 Vision Services 585,082 1,262,406 2,619,864
13 Pharmacy Services 18,797 24,857 37,134,086
14 Home Health Services 682,028 1,207,511 2,173,402
15 Chiropractic Services - - -
16 Radiology Services 2,727,816 5,545,466 10,919,284
17 Laboratory Services 2,644,964 5,114,530 8,830,226
18 Durable Medical Equipment Services 2,134,252 4,537,102 8,170,922
19 Transportation Services 1,228,892 2,910,217 3,273,899
20 Outside Referrals - - -
21 Medical incentive Pool and Withhold Adjustments - - -
22 Occupancy Depreciation and Amortization - - -
23 Other Medical and Hospital Services 23,612,105 45,385,907 66,639,586
24 Subtotal 80,742,053 161,305,306 356,981,615
25 Reinsurance Expense Net of Recoveries 1,096,774 1,057,323 3,336,200
LESS:
26 Copayments - - -
27 Subrogation (7,090) 23,568 305,517
28 Coordination of Benefits (14,300) (45,430) 182,585
29 Subtotal (21,390) (21,862) 488,103
30 TOTAL MEDICAL AND HOSPITAL 81,860,218 162,384,492 359,829,713
Administration
31 Compensation 2,334,218 4,646,566 8,929,412
32 Marketing 16,792 45,055 44,491
33 Interest Expense - - 1,033,669
34 Premium Tax Expense - - -
35 Occupancy Depreciation and Amortization 323,274 651,958 1,235,310
36 Other Administration 2,511,242 6,702,415 6,195,833
37 TOTAL ADMINISTRATION 5,185,526 12,045,993 17,438,714
38 TOTAL EXPENSES 87,045,744 174,430,485 377,268,427
39 NET INCOME (LOSS) 2,795,370 3,668,023 13,581,815






